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Part II. The tasks of the investment service.

1. The principle of separation of the investor from the contractor.

The organization of the investment service in Poland was based strictly
on the USSR model. In this case, not only the pressure to apply the
Soviet models in all fields was decisive, but also the fact that the
Polish economists and engineers did not have sufficient experience in
industrial investments implemented entirely by'the monopolistic state
owned industry.

Before the WWII there were such investment relations where the state
enterprises acted as commissioners of investments, but these enterprises
were always glving orders for investments on the basis of limited or
unlimited bids. These prewar enterprises restricted their functions to
financing and supervision of the investment, as well as being responsible

i

for ordering the design and thethe-callédnestimate, i.e., description

and listing of all materials and calculation of labor. Of coursg)before

WWII, the investor also supplied the building ground and the necessary
legal authorizations.

The situation changed after nationalization of the building industry and
annulment of the bidding system. Productive capacity is regarded as a
regulated resource and is assigned in the same way as finances, materials,
machinery, ground, etc., by the state for the realization of the state

investment plan.
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The following fundamental question arose in connection with the
changed sitﬁation: As the investor must organize many elements ~-
ground, design, finances, machinery, technical supervision, financial
supervision, supplies of some materials, taking over and putting info
operation of the constrﬁcted investment and sofg;:/he must create a
large organization anyway. Why should he not go further and organize
the implementation of construction since he is not permitted to choose
among éontractors? The answer was prejudged by the Soviet opinion which
1s as follows:

a/ The State control system requires that the investor and the
contractor be in opposing situations as far as finances and quality are
concerned. The contractor is interested in high prices and a minimum
of effort. The investor is interested in a minimum of expenses and the
highest quality. Both sides are interested in the realization of the
project and this iq;ﬁhtual point; but according to this theory the
union of supervision and implementation in one authority is incompatible
with the exigencies of control.

b/ The task of investor is the exploitation of the project (e.g., of
a factory), or the use of it (e.g., of a school, hospital or apartment
house), also the initiation of a concept of the project, definition of
standards of manufactured products and tﬁe purpose of construction.
However the investor is not called upon for or trained in construction

methods. The construction is a separate industry and different from
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such industry or activity for which the investor is responsible, in
other words, the exploitation must be separated from the constructionA
of a project. This secand principle is a principle of peculiarity

of the construction industry as a separate industrial activity.

Each peculiar industrial activity is represented in Pola%d ?y a
separate main administration usually qalledqadmin;:fiation offgndustry.
There are sbout 45 such central administrations of individual industries
in Poland. Besides there are sbout 35 central administrations of other
branches of production, i.e., construction, transportation, agriculture
and services. These central administrations do not have . in their titles

the names of the industry,but they too are responsible for production.

In ¥e trade, instead of the name central administrationgﬂ(there are

about 30 such centers),(@&§~name center is used;} Since 1958 these

central administrations droppéd the term "central" from their names,
using only "administration" or "association.” In any case, they represent
a chief administration of individual production branches. Branches are
joined in related groups and then form a ministry.

Because the construction industry is a separate production branch,
according to this principle, the separation of this branch must be on
the level of the highest main authority of the industry, i.e., on the
level of the central administration or ministry, not below the level
of central administration and certainly not on the level of an enter-

prise. This means that there is no central administration in Poland
l';;;g
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which is at the same time responsible for an industry and for con-
structiong In Poland both possibilities are applied, i.e., the
responsibility for constructioniis separated on the level of the
central administrétion or on the level of the ministry. Different
solutions were accepted as shown by the following examples.

Railway construction.

Central Administration of Railway Comstruction (Centralny Zarzad
Robot Kolejowych) controls about nine rallway construction enterprises
located all over the country. It is only a contractor and the
administrations of railway construction (Dyrekcja Budowy Koleji)
function as investor. Both the Central Administration of Railway
Construction and the administrations of railway construction are
subordinated to the same Ministry of Transportation. In this case
the construction activity is separated on the level of the central
administration, but not excluded from the ministry. The principle
of separation is applied iniutheory because the branch is separated:
one administration acts as investor and another as contractor.
However, the first principle of "opposing interests" is implemented
in a way which should be discussed. There is a conflict of interests
between the investor, in this case between the administration of
railway construction, and the contractor-the Central Administration
of Railway Construction, but this conflict can be decided by the same
minister. There is no conflict between various ministries and some
theoreticlans were of the opinion that this separation of implementation

of construction from the investor was not on a sufficiently high level.
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Coal Mining Industry

The Central Administration of Coal Mining Construction (Centralny
Zarad Budownictwa Weglowego) was organized for the construction of
mines, shafts, and coal processing plants. It carries out not only
mining construction but also industrial construction for the Ministry
of Mining and Electric Power. On the other hand, the associations
of coal mines (Zjednoczenie Kopaln) act as investors and the Investment

Department of the Ministry of Mining and Electric Power is the so-called

central investor which controls all investments on behslf oﬁiministry.

Industrial Construction-:

The industrial construction industry is responsible for the con-
struction of factory type-industrial establishments. Such constructions
are carried out by the Ministry of Construction and Bullding Materials
Industry. Thus the separation of authoritigs for the construction of
factories was implemented as far as on the level of the ministry. No
ministry is entitled to build a factory for itself, but most order its
zZZZtruction at the Ministry of Construction and Building Materials
Industry. The Ministry of Heavy Industry does not construct its
foundr ies and metalluggical factories. Only the constructinﬁs for iron
and non-ferrous mines are carried out by the Central Administration of

Iron Ore Mining (Centralny Zarzad Kopalnictwa Rud Zelaznych) subordinated

t0 the Ministry of Heavy Industry.
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Social Construction

Social construction gmbraces the construction of schools, hospitals,
etc. The Minisﬁry of Health, or the Ministry of Higher Education or
Ministry of Education or Ministry of Culture and Art (libraries,
cinemas, theaters) are investors, and the Ministry of Construction
and Building Materials Industry is the contractor. The separation of
investments from construction is in this case on the highest level, i.e.,
on the level of ministries.

Housing Construction

The investor is represented by a separate organization Central
Administration of Workers Settlements (Centralny Zaﬁhd Osiedli Robotn-

iczych)-ZOR)* and censtruction is done by enterprises of housing con-

struction subordinated to the Ministry of Construction and Building

Materials Industry. A part of housing construction is implemented
outside ZOR but even in such cases the séparation of contractor from

investor, which may be a factory is also preserved.

’

Excegtions

There are some exceptions to this principle of separation of inves-
tor. In some cases the investor himself carries out the constructions,
i.e., the functions of investor and contractor are united. This system
is called "self management" economic system (system gospodarczy). see

pege-bs=fotortEry The government does not permit the development of

this system beyond certain limits because it is much more difficult to

*¥ Tt was creaggd in 1949 under the name Zaklad Osiedli Robotniczych from

which the abbriyiation ZOR; since 1956 the above name Central Administration
of Workers Settlements is used.

wl
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control, but it can't eliminate it for various reasons which will be
described later. Anywaey the government takes care that no more than
15 percent of the investment plan is constructed by“self management”

economic systeTband that this system is restricted to small investments.

Summary

a/ The function of investor is completely separated from the
function of the contracfor as far as administration is concerned.

b/ Construction work by self management ecoﬁomic system is the
exception but the volume is kept on a level not higher than 15 percent
of the total national investment outlays.

c/ The separation of investor from contractor is realized in
three forms: ¥&8}.

(1) The investor orders the construction by an enterprise
of the Ministry of Construction and Building Materials

Industry.

The investor orders the construction bx'construction

enterprise controlled by another ministry, not his ow%’

and not the Ministry of Construction.
(3) The investor orders the construction by another central
administration of construction within its own ministry.
These three forms are called “contbacting system" (systen zlecony).

2. 'The development of the investment service.

The investment service described above was not formed right

after the war in Poland. After 1945 the'recnnstruction of factories
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was carried out in most cases by the self-management economic system.
Housing construction was not separated from industrial construction,
ZOR did not exist, it was created as late as l9h9/1950. So, for
example, the Ministry of Mining started to build miners settlements
in 1946, 1947, and 1948 under its own management and organized in the
subordinate Central Administratiog of Coal Construction, a Branch of
the Workers Housing Construction which was later closed in 1950.
However, the Soviet experts convinced the Polish government, by quoting
experiences in USSR, that the functions of investor and contractor
should be separated and that the self-management economic system
should not be supported.

In the USSR the self—management economic system was developed from

1918-1927. However, they noticed an enormous waste of building materials

and a disproportion in the wage system. For example, a construction

worker was paid as miner when he was building a coal flotation plant and

as a metallurgical worker when he was constructing a steel plant or a
housing project for it. The materials allocated for production, e.g.,

steel for machines, were often uged by the director of a factory which

was constructed by the economic system as building material instead.

For this reason, an important decision was made by the party and

government of USSR in 1930 to change the entire construction industry

into the contracting system. The self-management economic system has Aeens

opposed since and restricted to small investments and capital repairs.
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In the next period, from 1930-1936, central construction administrations
‘were organized in all .industrial ministries. Each ministry had its own
organization in charge of construction, and also almost every central
administration created its own constructlon enterprise. There was

still disorder among different wages systems, in addition, e.g., in
Donbas a highly industrial region where there are many mines and steel
works, a great number of construction enterprises were created in one
place. Everybody was bullding for himself and each construction enter-
prise organized its own departments such as assembly; installation and
e;ectrmc, etc.; proper specialization was not developed and the construc-
tion industry became a collateral activity of various industries. Every
director of a factory built housing apartments for his workers accord-
ing to his own taste, disregarding urban plans and needs. A special
committee GOS STROY (Gosudarstvenny Komitet po dielam Stroytelstva)

was created to lssue norms which were in force for the entire USSR, but
the results were not satisfactory.

In 1937 a new Resolution on Improvement of Construction was issued
and Ministry of Construction was formed. Not one, but six ministries,
in order to allow technical specialization within the ministries,
charged wifh construction as a basickactivity, and not as before when
each industry had its own comstruction esteblishment, but still the
construction was a secondary but not principal activity for an individual

industry.
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The following ministries were organized:

Ministry for the Construction of Heavy Industry Establishments
"MINTYASTROY"

Ministry for the Construction of Medium and Iight Industry
Factories

Ministry for the Construction of Power Plants

I

Ministry for the Construction of 0il Industry Establishments
"MINNEFTSTROY"

Ministry for the Construction of Coal Mines
- Ministry for the Construction of Railways.

In addition to the abcve mentioned federal ministries there were
also ministries of construction of individual Soviet Republics.

Such a setup existed up to 1956 and the same organization was suggested
by the Soviet experts for the Polish government. This setup was accepted
in Poland with major modifications which included the following:

a/ In 1951 only one Ministry for Industrial Construction was created
whose task was the realization of all industrial investments.

b/ For housing construction one substitute investor, the Administration
of Workers Settlements (ZOR), was organized and was in charge of all
settlements in Poland Joining them in urban units, taking care of
architecture, composition and so on. This was unlike the system in the
USSR where each factory is building & cluster or gpartment houses near
the factory without unifying them in a small town or settlement or one

urban unit.
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¢/ The construction of highways and railways was left with the
Ministry of Transportation under separate central construction adminis-
trations but notféeparate ministry.

d/ The Construction Committee was not created like-gzggéfin the
USSR, Czechoslovakia and Fast Germany who imitated the Russians.

Instead a small Committee of Urbanization and Architecture was organized.

e/ The construction of mines was left to individual ministries,
i.e., the coal mines are constructed by the Central Administration of
Coal Construction of the Ministry of Mining and Electric Power, the
ore mines by the Central Administration of Ore Mining of the Ministry
of Heavy Industry, sulphur mines by the Central Administration of Sulphur
Mining of the Ministry of Chemical Industry.

Returning to the USSR, it should be stated that it was soon clear
that the Soviet organization with several ministries of construction is
uneconomic. Each federal ministry of construction is building all over
the country and as a result, six various ministries maytbevbiilding in
one town, each controlled from Mbéi%w, and each overburdened with many
;dditional duties which are the result of several channels and inter-
mediary dependence. In 1956 Khrushchev disbanded all the above mentioned
ministries and the construction industry was organized on a territorial
basis. Poland did the same thingigg’ézii?be described later. However
the Soviet experts regarded the Polish idea of zoé in 1957 as very

sound and regretted that something similar was not organized in the USSR.

I/
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In general, the Soviet organization of the construction industry,
as inﬁfggzéiiistages of development, is still uneconomical; the.
present stage is better than the previous one, but also unsatisfactory.

The organization of a good model of a construction industry is very
difficult, in countries with the centralistic economy, more difficult
than in other branches of industry because the construction industry
ismt suited to centralization.

One question remains why mining and transportation construction were
not separated from their ministries and attached to the Ministry of
Construction and Building Materials Industry, This was because the principle
of separation of contractor from investor was partly broken in these cases.

Maintenance and repair of roads and railyay lines require special
machinery, rollers, railroad construction trains, etc. There were not
enough machines for a separate depot to be kept for maintenance and
repairs, and another for the construction of new roads. Similarly in
the mining industry, the maintenance of shafts, and the construction of
new shafts and new mimes is so‘closely connected that it does not pay to
create a separate organization for maiEFnance and expansion of adits
and passages in the existing mines, and organize another organization
for the construction of new mines in another XWX Ministry. As a rule,

maintenance, repairs and normal expansions are better carried out, and

should be carried out, by the same establishment.

yu- X
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Exceptions to the Principle of Separation of Investor from Contractor.

/0
A substitute investor was already mentioned above, on page 3@, when

describing ZOR, which collects the funds allocated to various investors

like factories, mhdipeople's councils and integrates them in larger

sums which allow the construction of settlements. This allows great

advantages although there are some inconveniences arising from the
system of & substitute investor. The same principle was epplied also

in the case of comnstruction of so-called industrial districts in Warsaw
and lodz. Two new industrial districts, Sluzewiec and Zeran, Zﬁep§7
built in Warsaw according to urban plans, where new factories, ware-

o e s

heﬁees;letc, are being located. It ls necessary to bulild common facili-
ties such as railway lines, streets, water, sewers and so on for the whole
district. Each investor, e.g., Ministry of the Agricultural and Food
Industry constructing slaughterhouses, Ministry of Light Industry con-
strueting a warehouse for rags, the Ministryrof Internal Affairs con-
structing large garages, Ministry of Communal Economy building streetcar
sheds, and several other installations which were planned to be located
in Sluzewiec (altogether 37 various establishments) has limited funds
and each of them has to pay a share for all common utilities. The sub-
stitute investor combines these contributions and builds the entire
railway, road, water, sewer system, etc. In the case of the above
mentioned districts Sluzewlec and Zeran in Warsaw and projects in Loda,
specially created administrations for the constbuction of industrial

districts are such substitute investors. It was decided that such

'3
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administrations should be organized and later on supervised by the
Ministry of Construction and Building Materials Industry. It was

just an arbitrary decision, maybe it would be better if the Ministry
of Communal Economy was chosen as supervising authority. The construc-
tion pf Warsaw Sdpya??ilso organized as a substitute investment under
the supervision of the Ministry of Industrlal Construction, although
this ministry would never be responsible for the exploitation of” the
Subway. It should have been an investment of the Ministry of Communal
Economy or Ministry of Railways. The organizational efficiency of the
Ministry of Industrial Construction was decisive in this case for the
assignment of the role of substitute investor. In general such cases
of a substitute investor are rather rare and)with the exception of ZOR,

have not much influence on the implementation of investments.

3. Investment Channels and Levels.

Each investment project must pass through three to four channels
for approval before it.can be financed. This is done in the following
way:

a/ The State Economic'Planning Commission at the Ministers
Council issues a directive (Wytyczne) on the preparation of the national
investment plan, usually in April. The directive specifies what approxi-
mate sums the ministry can éxpect, and what type of investments will be
favored.

winistn
b/ The im&as%fé'collects individual motions from the subordinate

enterprises and mekes a selection, and fimally prepares a comprehensive

1
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draft of its investmént plan. It submits this comprehensive draft
with a list of individual projects to the State Economic Planning
Commission for approval. This is called the draft stage of the invest-
ment plan.

c/ The State Economic Planning Commission rejects some motions
in some projects)the sums requested are reduced for the individual
year; and finally the Commission gpproves the list with a sum for every
major project, a comprehensive sum for all smaller, "not centrally con-

The Cormmission ,
trolled" investments, and ,will be anhore concerned about the individual

A
. projects. This is the approval stage of the investment plan (it will
be December 1959).

d/ The ministry allocates necessary credits to the central

administrations and they, in their turn, allocate the credits to the

subordinate enterprises.

e/ The government approves the investment plan (on 31 December
1959). The copy of the respectiye government resolution-is sent to the
Investment Bank together with the list of major projects.

f/ The central administration opens an account for the individual
investments in the Investment Bank and authorigés the subordinate enter-
prise to draw money for the individual investment project on the basis
of the approved estimate, a copy of which thé enterprise submits to the

bank.
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g/ The enterprise organizes separate investment administra-
tion (dyrekcja investycyjna) for larger investment projects under the
name "the enterprise undér construction" (e.g., Warsaw Steelworks,
enterprise under construction) and orders the construction work from
one state construction enterprise, which afterwards makes agreements
with necessary subcontractors.

Reports on the implementation of the investment plaqx go in the
opposite direction and are prepared on special forms. These reports
are prepared by the administration of the individual project under con-
struction for the central administration an%Zto the State Economic
Planning Commission. The central administration submits reports on the
implementation of the investment plan to the Maln Statistical Adminis-
tration (GUS), to its ministry, to the Ministry of Finance, and to the
State Economic Planning Commission (PKPG). The ministry prepares a
comprehensive report and submits it to the State Economic Planning
Commission and to the Main Statistical Administration. If the invest-
ment is small, no administration of the project under construction is
organized and the investment department or section of the enterpiise
acts as investor. There is always an investment section at every central
administration, and an investment department at every minis%ry.

In addition to the reports submitted to the State Economic Planning

Commission and the contridl executed by the central administration and

/&
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the investment department of the ministry, the administration of the
investment project under construction (Dyrekcja budowy) is also con-
trolled by the Investment Bank, and more important investment projects
are also controlled by the Supreme Chamber of Control.

This organization of planning, approval and reporting of investments
is called in Poland a three level investment service and its individual
levels have the following names:

a/ on the level of the enterprise (investment section or
enterprise under construction), "direct investor" (inwestor bezposredni)

b/ on the level of the central administration (investment
section) "chief investor" (inwestor naczelny)

c/ on the level of ministry (investment department) "central
investor" (inwestor centralny)

If an enterprise does not build or make any major investments during
the individual year, it has only an investment officer (referent inwestycji).
If the enterprise does not make any investments at all, it has 6ne official
for capital repairs.and investments (referent'kapitalnych remontow 1
inwestycji).

Summary

As may be seen from thé above, the entire system of investment
service is built up to facilitate control. The large number of channels
(three levels and approval by the State Economic Planning Cormission),
the control by the bank of each payment so that it is according to

the estimate, the checking by the bank on overdrawing of
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the wage fund, #eem the commissions for the evaluation of investment
plans (projects) at each central administration,at each ministry and the
Main Commission on the Evaluation of Investment Plans (GKOPI) at the
Stete Economic Planning Commission, plus a very detailed reporting
system on implementation -- all this is organized for the purpose of
control. However, from the point of view of the investment project
itself and the needs of the construction, the above described system

is slow, heavy, bureaucratic and, in general, unsuccessful.

4, The Duties of an Investor.

The duties and responsibility of an investor are listed in the
following paragraphs:

a/ The preparation of initial concepts of the investment and
aquisition of approvalaf these concepts by the State Economic Planning
‘Commission, and, for the "not centrally controlled" investments, by
the responsible ministry. The approval by the State Ecohomic Planning
Commission,must be preceded by the approval by the central administra-
tion and by the ministry so thaf)at the meeting of the Main Commission
on the Evaluation of Investment Plans (GKOPIb all three investors -- the
direct, the chief and the central investoga?epresent one unit, one
party and one attitude towards the State Economic Planning Commission.
The approval of the initial concept means the approval of further studies
and of expenses connected with the preparation and working out a design

of the project, but nothing more.

¥
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b/ Working out of initial design of the project and approval
by the GKOPI of the State Economic Plannigg Commission, or)for projects
below 50 millions of estimated value, by the commission on the evalua-
tion of investment plans (KOPI) of a ministry. This approval authori%és
XX¥K expenditure for detailed studies, for technical designs and initial
legal steps, but not larger expenses.

c/ Recording the project in the national investment plan: The
approval by the State Economic Planning Commission with a statement that
this project was listed in the National Investment Plan with a strictly
defined sum for the next year is a document which authorigés the opening
of an account in the Investment Bank.

d/ The opening of the account at the Investment Bank, and the
deposit of the approved detailed estimate which will serve a basis for
checking the accounts.

e/ The creation of the administration of the enterprise under
construction by the investing minister and the finance minister; this
authorigés the expenditure for the upkeep of this administration up to
1 percent of the total estimated sum for the project (nct only of the
sum approved for the individual year).

f/ Commission of the construction of the project to a general
contractor, i.e., to a state construction——e-gssembly enterprise. This
enterprise is not selected by the investor but assigned according to
the plan of the Ministry of Construction and Building Materisls Industry

approved by the State Economic Planning Commission after the approval

of the national investment plan:

19
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g/ Activities embracing expropriations, approval of all iegal
documentation, the introduction of the contractor on the building site.
Supply or arrangements for the supply of water, electricity, transportation,
roads and railway%sidin%;to the building site.

h/ Delivery of completed technical design of the project to
the general contractor. Such design could be ordered abroad or worked
out before and paid for in advance (after the approval by the GKOPI
as explained in para b/) from the turnover sums of the investing enter-
prise, and at this time such sum is refunded from the investment credits.
The Investment Bank accepts this sum spent for designing and the National
Bank crosses this sum out from the turn-over account of the enterprise.

i/ Ordering and bringing in the machinery. The general contractor
organizes .the storage and guarding of machinery for special payments.

j/ Receiving and checking of quality of machinery, testing
assembly of_them. Transfer of documentdfion of these machines to the
general contractor for assembly. The general contractor certifies that
all machines were received tested and sultable for assembly.

k/ Constant supervision of all works by the contractor, checking
of accounts, and quality of work. The bank pays automatically every
checked bill submitted by the contractor every two weeks. The bank is
authorized to stop payment of a sum from the wages fund which is higher
than the sum specified for labor in the estimate for the part of the work
specified in the bill. There are no restrictions in relation to the

‘costs of materials.

27
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1/ Supplying of special materials, strictly specified in the
instruction of the State Economic Planning Commission as so-called
"materials supplied by the investor". These are materials of which
there is a shortage (materia/ly niechodliwe) such as acld resisting
pipes, cables of specific dimensions, colored and nonferrous metals,
high quality steel; high qua;ity and fire-resisting ceramics, special
shaped iron, all imported materials, steel pipes without seam, special
iron and steel sheets for smeltipg furnaces, etc.

m/ The preparation of crews trained to take over the machinery
once it is in operation and has completed the trials.

n/ The cooperation with general contractor in testing and trial
runs of machines, formation of combined testing brigades according to
special instructions issued by the State Economic Planning Commission.

o/ Recrultment of necessary workers and technicians for the
operation and exploitation of the constructed project and gradual
assignment of them to individual jobs.

p/ Organization of a governmenta%,high leve})final inspection
committee (Rzadowa komisja Odbioru-Objekﬁﬁ) for taking over the construc-
ted investment project. Such a committee is organized by the investing
ministry and, for the major investments of national importance, by the
State Economic Planning Commission or by the Ministers' Council.

r/ Taking over the grounds from the general contractor (or

part of it) including services, i.e., roads, railway, water and sewer

vy
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system, electric power plant or substation. Occupation and servicing
of these facilities by hisspersonnel as assigned by the investor.

s/ Final check of the project and taking over
for operation; listing of faults which will have to be corrected during
the operation of the constructed project.

t/ Ifial production run for 72 hours at full capacity.

u/ Turning over of the investment project in operation to the
user. In most cases it is the enterprise under construction mentioned
in para e/ on page 41. In some. cases such administration of the enter-
prise under construction is liquidated and the investing enterprise
takes over the exploitation, especially when the investment was an
exteﬁiion of the existing factory>or was a substitute investor.

v®/ During the construction the investor is responsible for
all corrections and changes in the project which are the result of new
laws and instructions, technological changes, changes of machines,
shortages and delays in delivery of machinery and materials, changes
of labor costs, increases of prices introduced by the government,
changes suggested by the gemeral contractor which are regaxrded as
necessary, changes caused by unforeseen circumstances, e.g., water,
hurricane, faults in static calculations, and those required by safety
instructions.

wx/ The duties of the investor also include periodical, monthly
reports about more important changes and accidents, and the preparation

of special reports on request of the higher authorities.
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the

Ag one can see from the abovetfhnctions of an investor are very
wide and by no means less important than the function of a general
contractor.

When the investmént project is bullt by the self-management economic
system, such responsibilities as the supply'of building and other neces-
sary materials, and the building of the project)are added.

5. Conclusion |

The investment service 3 in Polan@%@ell organized. Its setup
is clear enough)and it is,in general, properly adjusted to the task for

which it was‘organized. Its main defect is that there are three and,

with the PKPG, even four levels. two levels o5x1

would be sufficient. The failures are mostly caused by the fact that

the main effort is put on the formal and financial side and not on realy
technologicalrand economic aspects of the problem, With the prices always
changing and the irritating relation of prices (state prices versus pri?ate
prices, home versus imported, ruble versus dollars, high cost of materials
and machinery versus low wages and labor costs, planned deficits, etc)

the financial control does not protect from waste at all. One of the
wors& factors is the unproportional tempo and strain of investments.
Stormy progress during one year, ke stagnation during the next year on
the same constructiogéroject, and again a storm period during the third
year upset all calculations. Constant flexibility and revisions of

designs, and “"saving" campaigns during the year are a nightmare to the
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investors. Some improvement was made in 1958 in this field by entering
an individual investment into the national investment plan for the
whole time of its construction, for example, for four years. The
allocated sums for each year during these four years are fixed and the
investor does not need to apply for credits every year. The so-called

"loosing the credits" not used during the budget year was also reversed.
L

! ,
In the past)"én investor received 200 millions for the year 1957 and used

only 170 millions because the machineg were not deliverquor for some
other feasog,he lost the remaining 30 millions aﬂd he had to apply all
over again for credits for the year.l958. Another investor, for example,
might use the 200 millions allocated for 1957 by August 1957, and he
could continue construction and accelerate the construction of the
project, but it was nearly impossible tébbtain additional credits during
the same'year.

According to the 1958 reform, the allocated credits are transferred
for the next year and if the investor is able to acéelerate &= construc-
tion during the current yea;)he can draw money from the next year if he
is within the limits of the total sum approved in the estimate.

Another improvement is the increase of decentralized (not controlled
by the,PKPG) investments. However general difficulties such as shoptages
of special materials, difficulties in obtaining imported materials and
machinery, as‘well as delays in delivery of blueprints and documentation,

remainﬁﬂ and they restrain investment activity.
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The standard of economic analyses and evaluations, especially during
the stage of the initial concept, was improved. The analyses of the
effectiveness are made.o%% high level by comparison with dollar prices
and by the application of methods which are almost identical with :
those used in the West. The problem of effectiveness of investments
became one of the most studied; there were national sclentific confer-
ences heldy where this theme was discussed and the problem of invest-
ments in Poland is, theoretically, (not yet in practice) probably on
the highest level among all Eastern Bloc countries. The studies and
works of the following professors and economists: Kaleckl, Secomski,
Bronislaw Minc, Pajestka, Buch, Bartnicki, Iipinski, Wakar, Bobrowski,
Jedrychowski, Gorynski, and several outstanding engineers, contributed
to the better knowledge and clarification of the problem of effective-

ress of investments.

-
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